For the year ended March /




CONSOLIDATED BALANCE SHEET

RYOBI LIMITED AND ITS CONSOLIDATED SUBSIDIARIES

(As of March 31, 2015)

Thousands of
U.S. dollars

Millions of yen (Note 1)
ASSETS 2015 2014 2015
Current assets
Cash and cash equivalents (Note 15).........ccoiiiiiiiiiiiiiiiieiceiaas ¥ 16,609 17,711 $ 138,213
Short-term investments (Note 15)..... ..o 2,631 2,200 21,901
Notes and accounts receivable (Note 15)
B2 Lo L= TSP PPPPT 52,738 48,096 438,863
Unconsolidated subsidiaries.............ooovviiieieiicicieicieee e ene 46 32 386
(0] (3 1= O OO US PR ORTRUTTTRPRN 4,128 4,360 34,357
Allowance for doubtful receivables.............ccccooviiiiiiiiiiiiiii (73) (79) (609)
Inventories (NOte 5)......coiiii e 45,464 39,471 378,335
Deferred tax assets (Note 10)..........ooiieiii e 1,201 1,184 9,999
Prepaid expenses and Other...........coooiiiiiiiiiiiie e, 775 648 6,449
Total CUMMENt ASSetS. ... e, 123,522 113,626 1,027,897
Property, plant and equipment (Notes 6 and 7)
6= o o PN 23,322 23,224 194,077
Buildings and structures. ... ... 67,902 63,516 565,054
Machinery and equipment............ooviiiiiiii 195,790 177,620 1,629,281
ConStruction iN Progress. .......ovv it 5,176 4,523 43,076
L0 3T SRS 64 143 532
TOtAL e 292,256 269,030 2,432,022
Accumulated depreciation.............coooiiiiiiiii (171,977) (157,776) (1,431,120)
Net property, plant and equipment....... ..., 120,278 111,253 1,000,902
Investments and other assets
Investment securities (Notes 4 and 15).........ocoiiiiiii e 14,865 11,765 123,704
Investment in unconsolidated subsidiary (Note 15)............ccccovviieniiennnnnn, 93 93 776
Intangible fixed @SSetS........coooiiiiiii e 2,689 2,467 22,381
Asset for retirement benefits (Note 8)...........coi 1,850 1,424 15,399
Deferred tax assets (Note 10)...........ooviiiiiiiiiii e 4,079 3,874 33,950
L0 3T 547 554 4,552
Allowance for doubtful receivables............ ..o (71) (83) (597)
Total investments and other assets.................ccoviiiiiiiiii i, 24,054 20,096 200,166
== | PSPPI ¥ 267,854 ¥ 244,976 $ 2,228,966

See notes to consolidated financial statements.
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Thousands of
U.S. dollars

Millions of yen (Note 1)
LIABILITIES AND EQUITY 2015 2014 2015
Current liabilities
Short-term borrowings (Notes 7and 15) .........coooiiiiiiiiiiii e, ¥ 37,802 ¥ 37,277 $ 314,576
Current portion of long-term debt (Notes 7and 15) .............ccooiiiinnennn. 10,637 12,194 88,520
Notes and accounts payable (Note 15)
1 = T 1= 40,859 35,041 340,010
Unconsolidated subsidiaries ..o 143 137 1,191
OB . e e 7,122 5,508 59,269
ACCTUEA BXPENSES ...ueunieiiitiiieiieeeeiae et ea e e aaen s et e et e eneaneaaenseanne 4,416 3,719 36,751
Income taxes payable ..........coooiiiiiiiii e 1,787 1,661 14,876
O BT e 4,650 4,086 38,701
Total current liabilities ..o 107,419 99,627 893,896
Long-term liabilities
Long-term debt (Notes 7 and 15) ........c.oviviiiiiiii e 38,094 35,949 317,006
Liability for retirement benefits (Note 8)............ccovviiiiiiiiiiees 8,466 7,567 70,457
Deferred tax liabilities (Note 10)..........c.ooiiiiiii e 2,258 1,203 18,792
L0 (3T OO PSPPI 4,212 4,194 35,052
Total long-term liabilities .............ooooiiiiii 53,032 48,914 441,309
Commitments and contingent liabilities (Notes 13, 14 and 16)
Equity (Note 9)
Common stock
Authorized: 500,000,000 shares
Issued: 171,230,715 Shares .........ccoooveiieiiiiiiii e 18,472 18,472 153,717
Capital SUMPIUS ...ttt eaas 23,757 23,757 197,697
Retained earmings .......ooiuiiiiiiiiii s 47,529 46,661 395,522
Treasury stock (9,377,879 shares in 2015; 9,377,219 shares in 2014) ..... (2,334) (2,334) (19,424)
Accumulated other comprehensive income
Unrealized gain on available-for-sale securities ................ccceevvinennn. 6,308 4,160 52,493
Deferred loss on derivatives under hedge accounting ....................... (18) (24) (151)
Land revaluation surplus (Note 8) .........ccovvviiiiiiiiiiiiie e, 719 655 5,988
Foreign currency translation adjustments ............cocoeiiiiiiiiiiiinienn, 7,084 763 58,954
Defined retirement benefit plans (Note 8) .........cocvvviiiiiiiiiiiiiiiiienn, 267 (544) 2,229
1o ] = PO 101,787 91,566 847,028
Minority interests ... ... 5,615 4,866 46,731
LI 1= 01 107,403 96,433 893,759
Tt et ¥ 267,854 ¥ 244976 $ 2,228,966
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CONSOLIDATED STATEMENT OF INCOME

RYOBI LIMITED AND ITS CONSOLIDATED SUBSIDIARIES

(For the year ended March 31, 2015)

Thousands of
U.S. dollars

GroOSS Profit ..ot
Selling, general and administrative expenses (Note 11)................cocoiiiini.
] Ikl 0 T e e e e e

Other income

Other expenses
Interest expenses................

Loss on disposal of property, plant and equipment ..ot
Loss on impairment of Long-lived assets...............coooiiiiiiii
DEPreciation ...

Total Other BXPENSES ...t
Income before income taxes and minority interests ........................coenin

Income taxes (Note 10)

LT =
L0 =T =T S
Total INCOME TAXES ..eneeeeeeee et e e e e e e e e anes
Net income before minority interests...................ccooeiiiieiiiii e

Minority interests innetincome ...
L L= Ty (oo T PN

Per share of common stock (Note 2(16))

Basic NetiNCOME ..o
Cash dividends applicable tothe year ...,

Millions of yen (Note 1)

2015 2014 2015
¥ 227,163 ¥ 199,697 $ 1,890,354
194,142 169,539 1,615,564
33,021 30,158 274,790
23,898 22,493 198,875
9,122 7,665 75,914
286 215 2,384
496 309 4,132
194 449 1,615
887 1,088 7,382
1,864 2,063 15,514
1,881 1,706 15,657
105 194 880
= 1,611 =
204 32 1,701
485 747 4,038
2,677 4,292 22,277
8,310 5,436 69,152
2,868 2,356 23,866
1,063 (1,274) 8,853
3,931 1,081 32,719
4,378 4,355 36,432
568 222 4,734
¥ 3,809 ¥ 4132 $ 31,698

U.S. dollars

Yen (Note 1)
¥ 2353 ¥ 2553 $ 0.195
8.00 7.00 0.066

See notes to consolidated financial statements.

RYOBI ANNUAL REPORT 2015



CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

RYOBI LIMITED AND ITS CONSOLIDATED SUBSIDIARIES

(For the year ended March 31, 2015)

Thousands of

U.S. dollars
Millions of yen (Note 1)
2015 2014 2015
Net income before minority interests......................ccooooeiiiiiiieneeeenn. ¥ 4,378 ¥ 4,355 $ 36,432
Other comprehensive income:
Unrealized gain on available-for-sale securities...............ccc..oooni. 2,318 1,424 19,295
Deferred gain on derivatives under hedge accounting................cccooeeee.. 5 26 49
Land revaluation SUIPIUS. ...........uiui e 96 = 803
Foreign currency translation adjustments.............cccovieiiiiiiiiiiiiiinnnn. 6,321 9,056 52,603
Adjustments for retirement benefits.............o 813 - 6,769
Total other comprehensive income (Note 12)...............ccoiiiiinie, 9,556 10,508 79,521
Comprehensive INCOME ..........cooiiiiiiiiiii s ¥ 13,934 ¥ 14,863 $ 115,954
Total comprehensive income attributable to:
Ownersof the parent............oooiiiiiiii s ¥ 13,161 ¥ 14,495 $ 109,519
Minority interests...... ..o 773 367 6,434

See notes to consolidated financial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

RYOBI LIMITED AND ITS CONSOLIDATED SUBSIDIARIES

(For the year ended March 31, 2015)

Thousands Millions of yen
Accumulated other
comprehensive income
Issued Unrealized Deferred loss
number of gain on on derivatives
shares of Common Capital Retained Treasury available-for under hedge
comman stock stock surplus i stock -sale securities accounting
Balance at April 1, 2013 .. 171,231 ¥ 18,472 ¥ 23,757 ¥ 43,364 ¥ (2,333) ¥ 2,880 ¥ (51)
Net income = = = 4,132 = = =
Cash dividends, ¥ 6.00 per share ............. = = = (971) - - -
Purchase of treasury stock (1,025 shares) .. o = = = (0) — —
Change of scope of consolidation .............. - - - 135 - - -
Net change inthe year...................cceeeeeen. — - — — — 1,280 26
Balance at March 31,2014 ...................... 171,231 18,472 23,757 46,661 (2,334) 4,160 (24)
Cumulative effects of changes
in accounting policies ..........coocevieviinnnns o o = (1,645) - - -
Restated balance .................ccccooeviiiiinnns 171,231 18,472 23,757 45,015 (2,334) 4,160 (24)
NEt INCOME ..ovnieier e ee s araneas - - - 3,809 - - -
Cash dividends, ¥ 8.00 per share ............. - - - (1,294) - - -
Purchase of treasury stock (660 shares) .... - - - - (0) - -
Net change inthe year...............occviiininnn, i i i i i 2,147 5
Balance at March 31, 2015 ........cvcovuvvnvannan 171,231 ¥ 18,472 ¥ 23,757 ¥ 47,529 ¥ (2,334) ¥ 6,308 ¥ {18)
Millions of yen
Accumulated other
comprehensive income
Foreign
Land cumency Defined
revaluation lati i Minority Total
surplus adjustments benefit plans Total interests equity
Balance at April 1,2013 ..................coooens ¥ 655 ¥ (8,293) ¥ - ¥ 78,451 ¥ 1,316 ¥ 79,767
Netincome ............oocoiviviiiiiiniieeinenn - - - 4,132 - 4,132
Cash dividends, ¥ 6.00 per share ............. - - - (971) - (971)
Purchase of treasury stock (1,025 shares) .. - - - (0) - (0)
Change of scope of consolidation .............. - - - 135 - 135
Net change in the year............cccoveeivieneinnn, — 9,056 (544) 9.819 3,550 13,369
Balance at March 31,2014 ....................... 655 763 (544) 91,566 4,866 96,433
Cumulative effects of changes
in accounting policies ..............ccccceoeennn - - - (1,645) (5) (1,650)
Restated balance ................cccooiins 655 763 (544) 89,921 4,861 94,783
Netincome .........occooeiens = = = 3,809 = 3,809
Cash dividends, ¥ 8.00 per share = = - (1,294) - (1,294)
Purchase of treasury stock (660 shares) .... - - - (0) - (0)
Netchangeintheyear....................ccccoeen. 64 6,321 812 9,351 754 10,105
Balance at March 31, 2015 ..............cc0neeee. ¥ 719 ¥ 7,084 ¥ 267 ¥ 101,787 ¥ 5615 ¥ 107,403
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Thousands of U.S. dollars (Note 1)

Accumulated other
comprehensive income
Unrealized Deferred loss
gain on on derivatives
Common Capital Retained Treasury available-for under hedge
stock surplus earnings stock -sale securilies accounting
Balance at March 31,2014 ................ooooiiiiiiiiiiiininicnieeen $ 183,717  § 197,697 § 388,292 § (19.,422) $ 34622 § (201)
Cumulative effects of changes
in accounting policies ... — - (13,692) - - -
Restated balance ..............cccooooiiiiiiin e, 183,717 197,697 374,599 (19,422) 34,622 (201)
L L [T Ty = P - - 31,698 - - -
Cash dividends, ¥ 8.00 per Share ...........cccocveevemeuemeuenennns - - (10,774) - - -
Purchase of treasury stock (660 shares) ........................... - - - {1) - -
Net change inthe year.............cooiviiiiiiiii e — - - — 17,870 49
Balance at March 31, 2015 .........ceuvviniinirnnnninninnnrvrnansnn, 9 153,717 § 197,697 § 395,522 § (19,424) $ 52,493 § (151)
Thousands of U.S. dollars (Note 1)
Accumulated other
comprehensive income
Foreign
Land currency Defined
revaluation translation retirement Minority Total
surplus adjust benefit plans Total interests equity
Balance at March 31,2014 ................cooooiiiiiiiiiiininicnieen $ 5451 § 6,351 § (4,531) § 761,977 § 40,500 § 802,477
Cumulative effects of changes
in accounting policies ... — - = (13,692) {43) (13,736)
Restated balance ..............cccoooiiiiiiiiin e, 5,451 6,351 (4,531) 748,284 40,457 788,741
L L T Ty = SR - - - 31,698 - 31,698
Cash dividends, ¥ 8.00 per Share ...........cccccvevvvememereuennnons - - - (10,774) - (10,774)
Purchase of treasury stock (660 shares) ............................ - - - (1) - {1)
Net change inthe Year..........c.ooiiiiiiiii e, 536 52,603 6,761 77,821 6,274 84,096
Balance at March 31, 2015 .........ceuvviniiniinnrnnnnininrvrsannn, 9 5988 $ 58,954 $ 2,229 § 847,028 § 46,731 § 893,759

See notes to consolidated financial statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS

RYOBI LIMITED AND ITS CONSOLIDATED SUBSIDIARIES

(For the year ended March 31, 2015)

Thousands of
U.S. dollars

Millions of yen (Note 1)
2015 2014 2015
Operating activities
Income before income taxes and minority interests...........cccocoviiiiiiiiins ¥ 8,310 ¥ 5,436 $ 69,152
Adjustments for:
Income taxes - Paid. ... ... e (2,852) (336) (23,734)
Depreciation and amortization...............coooiiiiiii i 14,269 13,141 118,742
Loss on impairment of Long-lived assets...........c.coooiiiiiiiiiiiiiiiiicceeeens = 1,611 =
Loss on sales or disposals of property, plant and equipment....................... 96 164 806
Changes in assets and liabilities
Increase in notes and accounts receivable.................o (2,361) (4,222) (19,654)
INCrease iN INVENTOMIES. ... vuiiii ettt et e e s (4,328) (2,017) (36,022)
Increase in notes and accounts payable................ocoiiiiiii 5,597 1,205 46,579
Increase in accrued EXPENSES. ......cuiuuiuiee e eea et e a e e e e ennen 398 176 3,315
L 3T T (797) 1,244 (6,637)
Net cash provided by operating activities............coccoeviiiiiiiiiiniinn, 18,331 16,404 152,546
Investing activities
Purchases of property, plant and equipment.............c.ooveeiiiiniiiieeeineeinn (14,262) (20,819) (118,686)
Proceeds from sale of property, plant and equipment...............ccooviiiiiieininnn. 39 191 33
L8 3= N (797) (468) (6,632)
Net cash used in investing activities................cooo (15,019) (21,096) (124,988)
Financing activities
Proceeds from long-term debt............cccoiiiiii 10,547 7,211 87,770
Repayments of long-termdebt........ ... (12,451) (9,358) (103,617)
Decreace (increase) in short-term borrowings, net..............coocoiiiiiiiiiinienn. (1,666) 2,193 (13,868)
Acquisition of treasury StOCK..........covvviiiiiiiii e (0) (0) (1)
Cash dividends Paid.........ccooiiiiiiiii e e (1,294) (968) (10,772)
L8 3= S (11) (11) (92)
Net cash used in financing activities. .............coooiieiiiiii e (4,876) (934) (40,581)
Foreign currency translation adjustments on cash
and cashequivalents............ ... 462 1,086 3,845
Net decrease in cash and cash equivalents....................cccooiiiiiin (1,102) (4,539) (9,177)
Cash and cash equivalents at beginning of year....................................... 17,711 21,844 147,390
Increase in cash and cash equivalents from newly consolidated subsidiary.... ¥ . ¥ 98 $ -
Increase in cash and cash equivalents resulting from corporate division........ ¥ = ¥ 309 $ —
Cash and cash equivalents atend of year...............cccooocoeiiiiieiiiiiie e, ¥ 16,609 ¥ 17,711 $ 138,213

See notes to consolidated financial statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

RYOBI LIMITED AND ITS CONSOLIDATED SUBSIDIARIES
For the year ended March 31, 2015

1. Basis of Presenting Consolidated Financial Statements

The accompanying consolidated financial statements have been prepared in accordance with the provisions set forth in the Japanese
Financial Instruments and Exchange Act and its related accounting regulations and in accordance with accounting principles generally
accepted in Japan (“Japanese GAAP"), which are different in certain respects as to the application and disclosure requirements of
International Financial Reporting Standards.

In preparing these consolidated financial statements, certain reclassifications and rearrangements have been made to the consolidated
financial statements issued domestically in order to present them in a form which is more familiar to readers outside Japan. In addition,
certain reclassifications have been made in the 2014 consolidated financial statements to conform to the classifications used in 2015.

The consolidated financial statements are stated in Japanese yen, the currency of the country in which Ryobi Limited (the “Company”) is
incorporated and operates. The translations of Japanese yen amounts into U.S. dollar amounts are included solely for the convenience of
readers outside Japan and have been made at the rate of ¥ 120.17 to $1, the approximate rate of exchange at March 31, 2015. Such
translations should not be construed as representations that the Japanese yen amounts could be converted into U.S. dollars at that or any
other rate. The amounts in our financial statements are presented in millions of yen, and amounts of less than one million, as the case may
be, have been rounded down unless otherwise specified. In the case of percentages, amounts less than one-tenth of one percent or
one-hundredth of one percent, as the case may be, have been rounded down unless otherwise specified.

2. Summary of Significant Accounting Policies
(1) Consolidation
The consolidated financial statements as of March 31, 2015, include the accounts of the Company and its significant subsidiaries (the
“Ryobi Group”). Under the control and influence concepts, those companies in which the Company, directly or indirectly, is able to exercise
control over operations are fully consolidated, and those companies over which the Ryobi Group has the ability to exercise significant
influence are accounted for by the equity method.
Consolidated subsidiaries
The major consolidated subsidiaries are listed below:

Tokyo Light Alloy Co., Ltd. (Japan)

RYOBI MHI Graphic Technology Ltd. (Japan)

Ryobi Die Casting (USA), Inc. (U.S.A.)

Ryobi Die Casting Dalian Co., Ltd. (P.R.C.)

a. The number of consolidated subsidiaries as of March 31, 2015, was as follows:

2015

Consolidated SUDSIAIANES. .. ..ottt et ettt et ettt neas 17

b. The number of unconsolidated subsidiary not accounted for by the equity method as of March 31, 2015, was as follows:

2015

Unconsolidated SUDSIAIANY........coiuiuiiiiiii ettt ane 1

The investment in such unconsolidated subsidiary is stated at cost. If the equity method of accounting had been applied to the
investments in this company, the effect on the accompanying consolidated financial statements would not be material.

All significant intercompany transactions, account balances and unrealized profits among the companies have been eliminated.

The excess of the cost of an acquisition over the fair value of the net assets of the acquired subsidiary at the date of acquisition is being
amortized over a period of 5 years.
(2) Unification of Accounting Policies Applied to Foreign Subsidiaries for the Consolidated Financial Statements
In May 2006, the Accounting Standards Board of Japan (the "ASBJ") issued ASBJ Practical Issues Task Force (PITF) No. 18, "Practical
Solution on Unification of Accounting Policies Applied to Foreign Subsidiaries for the Consolidated Financial Statements." PITF No. 18
prescribes that the accounting policies and procedures applied to a parent company and its subsidiaries for similar transactions and events
under similar circumstances should in principle be unified for the preparation of the consolidated financial statements. However, financial
statements prepared by foreign subsidiaries in accordance with either International Financial Reporting Standards or generally accepted
accounting principles in the United States of America tentatively may be used for the consolidation process, except for the following items
that should be adjusted in the consolidation process so that net income is accounted for in accordance with Japanese GAAP, unless they
are not material: a) amortization of goodwill; b) scheduled amortization of actuarial gain or loss of pensions that has been recorded in
equity through other comprehensive income; c) expensing capitalized development costs of Research and Development (R&D); d)
cancellation of the fair value model of accounting for property, plant and equipment and investment properties and incorporation of the
cost model of accounting; and e) exclusion of minority interests from net income, if contained in net income.
(3) Business Combinations
In October 2003, the Business Accounting Council issued a Statement of Opinion, "Accounting for Business Combinations," and in
December 2005, the ASBJ issued ASBJ Statement No. 7, "Accounting Standard for Business Divestitures” and ASBJ Guidance No. 10,
"Guidance for Accounting Standard for Business Combinations and Business Divestitures." The accounting standard for business
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combinations allowed companies to apply the pooling-of-interests method of accounting only when certain specific criteria are met such
that the business combination is essentially regarded as a uniting-of-interests. For business combinations that do not meet the
uniting-of-interests criteria, the business combination is considered to be an acquisition and the purchase method of accounting is required.
This standard also prescribes the accounting for combinations of entities under common control and for joint ventures.
In December 2008, the ASBJ issued a revised accounting standard for business combinations, ASBJ Statement No. 21, "Accounting
Standard for Business Combinations." Major accounting changes under the revised accounting standard are as follows: a) The revised
standard requires accounting for business combinations only by the purchase method. As a result, the pooling-of-interests method of
accounting is no longer allowed. b) The previous accounting standard required R&D costs to be charged to income as incurred. Under the
revised standard, in-process research and development costs acquired in the business combination are capitalized as an intangible asset.
c) The previous accounting standard provided for a bargain purchase gain (negative goodwill) to be systematically amortized over a period
not exceeding 20 years. Under the revised standard, the acquirer recognizes the bargain purchase gain in profit or loss immediately on the
acquisition date after reassessing and confirming that all of the assets acquired and all of the liabilities assumed have been identified after
a review of the procedures used in the purchase price allocation. The revised standard was applicable to business combinations
undertaken on or after April 1, 2010.
(4) Cash and cash equivalents
Cash and cash equivalents consist of cash on hand, deposits with banks and financial institutions which are unrestricted as to withdrawal
or use, and which have original maturities of three months or less.
(5) Inventories
Inventories are valued at the lower of cost or net selling value. Cost is determined by methods based on the classification of inventories
as follows:
a) Finished products and work in process

The Company and domestic subsidiaries mainly use the average method. However, valuation of dies is determined using

the specific identification method.

Foreign subsidiaries mainly use the first-in, first-out method.

b) Raw materials, supplies and purchased goods

Die castings........Average method

Others...............Last purchase invoice price method

Foreign subsidiaries mainly use the first-in, first-out method.
(6) Marketable and Investment securities
Marketable and investment securities are classified and accounted for, depending on management’s intent, as follows:
a) trading securities, which are held for the purpose of earning capital gains in the near term are reported at fair value, and the related
unrealized gains and losses are included in income, b) held-to-maturity debt securities, which are expected to be held to maturity with the
positive intent and ability to hold to maturity are reported at amortized cost, and c¢) available-for-sale securities, which are not classified as
either of the aforementioned securities, are reported at fair value, with unrealized gains and losses, net of applicable taxes, reported in a
separate component of equity.

Nonmarketable available-for-sale securities are stated at cost determined by the moving-average method.

For other-than-temporary declines in fair value, investment securities are reduced to net realizable value by a charge to income.

(7) Property, plant and equipment

Property, plant and equipment are stated at cost. Depreciation of property, plant and equipment of the Company and its consolidated
domestic subsidiaries is primarily computed by the declining-balance method at rates based on the estimated useful lives of the assets,
while the straight-line method is principally applied to the property, plant and equipment of consolidated foreign subsidiaries and
machinery and equipment held for lease of the Company and all its consolidated subsidiaries.

The range of useful lives is from 3 to 50 years for buildings and structures, from 4 to 12 years for machinery and equipment, and from 2
to 20 years for other. The useful lives for leased assets are the terms of the respective leases.

(8) Long-lived assets

The Ryobi Group reviews its long-lived assets for impairment whenever events or changes in circumstance indicate the carrying amount
of an asset or asset group may not be recoverable. An impairment loss would be recognized if the carrying amount of an asset or asset
group exceeds the sum of the undiscounted future cash flows expected to result from the continued use and eventual disposition of the
asset or asset group. The impairment loss would be measured as the amount by which the carrying amount of the asset exceeds its
recoverable amount, which is the higher of the discounted cash flows from the continued use and eventual disposition of the asset or the
net selling price at disposition.

(9) Leases

All finance lease transactions are capitalized to recognize lease assets and lease obligations in the consolidated balance sheet.

(10) Retirement and pension plan

The Company and domestic consolidated subsidiaries have a contributory or a non-contributory funded pension plan and unfunded
pension plans, which cover substantially all of their employees. Certain foreign consolidated subsidiaries have defined benefit pension
plans.

Unrecognized prior service cost is amortized at the beginning of this fiscal year by using the straight-line method over the employees’
remaining service period or shorter period (primarily 14 years). Unrecognized net actuarial loss is amortized from the next fiscal year by
using the straight-line method over the employees’ remaining service period or less (primarily 14 years).

In May 2012, the ASBJ issued ASBJ Statement No. 26, "Accounting Standard for Retirement Benefits" and ASBJ Guidance No. 25,
"Guidance on Accounting Standard for Retirement Benefits," which replaced the accounting standard for retirement benefits that had
been issued by the Business Accounting Council in 1998 with an effective date of April 1, 2000, and the other related practical guidance,
and were followed by partial amendments from time to time through 2009.
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a) Under the revised accounting standard, actuarial gains and losses and past service costs that are yet to be recognized in profit or loss
are recognized within equity (accumulated other comprehensive income), after adjusting for tax effects, and any resulting deficit or
surplus is recognized as a liability (liability for retirement benefits) or asset (asset for retirement benefits).

b) The revised accounting standard does not change how to recognize actuarial gains and losses and past service costs in profit or loss.
Those amounts are recognized in profit or loss over a certain period no longer than the expected average remaining service period of the
employees. However, actuarial gains and losses and past service costs that arose in the current period and have not yet been recognized
in profit or loss are included in other comprehensive income and actuarial gains and losses and past service costs that were recognized
in other comprehensive income in prior periods and then recognized in profit or loss in the current period shall be treated as
reclassification adjustments.

c) The revised accounting standard also made certain amendments relating to the method of attributing expected benefit to periods and
relating to the discount rate and expected future salary increases.

This accounting standard and the guidance for a) and b) above are effective for the end of annual periods beginning on or after April 1,
2013, and for c) above are effective for the beginning of annual periods beginning on or after April 1, 2014, or for the beginning of annual
periods beginning on or after April 1, 2015, subject to certain disclosure in March 2015, both with earlier application being permitted from
the beginning of annual periods beginning on or after April 1, 2013. However, no retrospective application of this accounting standard to
consolidated financial statements in prior periods is required.

The Company applied the revised accounting standard and guidance for retirement benefits for a) and b) above, effective March 31,
2014, and for c) above, effective April 1, 2014.

With respect to c) above, the Company changed the method of attributing the expected benefit to periods from a straight-line basis to a
benefit formula basis, the method of determining the discount rate from using the period which approximates the expected average
remaining service period to using different discount rates according to the estimated timing of benefit payment and the method of
estimating expected future salary increases from salary increases “expected to be certain” to salary increases “expected”, and recorded
the effect of c) above as of April 1, 2014, in retained earnings.

(11) Bonuses to directors and Audit Supervisory Board Members

Bonuses to directors and Audit & Supervisory Board members are accrued at the end of the year to which such bonuses are
attributable.

(12) Income taxes

The provision for income taxes is computed based on the pretax income included in the consolidated statement of income. The asset and
liability approach is used to recognize deferred tax assets and liabilities for the expected future tax consequences of temporary
differences between the carrying amounts and the tax bases of assets and liabilities. Deferred taxes are measured by applying currently
enacted income tax rates to the temporary differences.

(13) Translation of foreign currency accounts

All current and non-current receivables and payables denominated in foreign currencies are translated into Japanese yen at the exchange
rates at the balance sheet date. The foreign exchange gains and losses from translations are recognized in the consolidated statement of
income to the extent that they are not hedged by forward exchange contracts.

(14) Translation of foreign currency financial statements (accounts of foreign subsidiaries)

The balance sheet accounts of the consolidated foreign subsidiaries are translated into yen at the current exchange rates as of their
balance sheet date except for equity, which is translated at the historical exchange rate. Differences arising from such translation are
shown as “Foreign currency translation adjustments” under accumulated other comprehensive income in a separate component of equity.
Revenue and expense accounts of the consolidated overseas subsidiaries are translated into yen at the average exchange rate.

(15) Derivative and hedging activities

The Ryobi Group uses derivative financial instruments to manage its exposure to fluctuations in foreign exchange and interest rates.
Foreign exchange forward contracts and interest rate swaps are utilized by the Ryobi Group to reduce foreign currency exchange and
interest rate risks. The Ryobi Group does not enter into derivatives for trading or speculative purposes.

Derivative financial instruments are classified and accounted for as follows: a) all derivatives, except those which qualify for hedge
accounting, are recognized as either assets or liabilities and measured at fair value, and gains or losses on derivative translations are
recognized in the consolidated statement of income, and b) for derivatives used for hedging purposes, if the derivatives qualify for hedge
accounting because of high correlation and effectiveness between the hedging instruments and the hedged items, gains or losses on
derivatives are deferred until the maturity of the hedged transaction.

The interest rate swaps which qualify for hedge accounting and meet specific matching criteria are not remeasured at market value but
the differential paid or received under the swap agreements are recognized and included in interest expense.

(16) Per share information
Basic net income per share is computed by dividing net income available to common shareholders by the weighted-average number of
common shares outstanding for the period, retroactively adjusted for stock splits.

Diluted net income per share is not calculated because no dilutive instruments were issued and outstanding for the years ended March
31, 2015 and 2014.

Cash dividends per share presented in the accompanying consolidated statement of income are dividends applicable to the respective
fiscal years, including dividends to be paid after the end of the year.

(17) Accounting Changes and Error Corrections

In December 2009, the ASBJ issued ASBJ Statement No. 24, "Accounting Standard for Accounting Changes and Error Corrections" and
ASBJ Guidance No. 24, "Guidance on Accounting Standard for Accounting Changes and Error Corrections". Accounting treatments under
this standard and guidance are as follows:

a) Changes in Accounting Policies—When a new accounting policy is applied with revision of accounting standards, the new policy is
applied retrospectively unless the revised accounting standards include specific transitional provisions. When the revised accounting
standards include specific transitional provisions, an entity shall comply with the specific transitional provisions.
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b) Changes in Presentation—When the presentation of financial statements is changed, prior-period financial statements are reclassified
in accordance with the new presentation.

c) Changes in Accounting Estimates—A change in an accounting estimate is accounted for in the period of the change if the change
affects that period only, and is accounted for prospectively if the change affects both the period of the change and future periods.

d) Corrections of Prior-Period Errors—When an error in prior-period financial statements is discovered, those statements are restated.
(18) New Accounting Pronouncements

Accounting Standards for Business Combinations and Consolidated Financial Statements— In September 2013, the ASBJ issued revised
ASBJ Statement No. 21, "Accounting Standard for Business Combinations," revised ASBJ Guidance No. 10, "Guidance on Accounting
Standards for Business Combinations and Business Divestitures," and revised ASBJ Statement No. 22, "Accounting Standard for
Consolidated Financial Statements." Major accounting changes are as follows:

a) Transactions with noncontrolling interest

A parent's ownership interest in a subsidiary might change if the parent purchases or sells ownership interests in its subsidiary. The
carrying amount of minority interest is adjusted to reflect the change in the parent's ownership interest in its subsidiary while the parent
retains its controlling interest in its subsidiary. Under the current accounting standard, any difference between the fair value of the
consideration received or paid and the amount by which the minority interest is adjusted is accounted for as an adjustment of goodwill or
as profit or loss in the consolidated statement of income. Under the revised accounting standard, such difference shall be accounted for
as capital surplus as long as the parent retains control over its subsidiary.

b) Presentation of the consolidated balance sheet

In the consolidated balance sheet, "minority interest" under the current accounting standard will be changed to "noncontrolling interest"
under the revised accounting standard.

c) Presentation of the consolidated statement of income

In the consolidated statement of income, "income before minority interest" under the current accounting standard will be changed to "net
income" under the revised accounting standard, and "net income" under the current accounting standard will be changed to "net income
attributable to owners of the parent" under the revised accounting standard.

d) Provisional accounting treatments for a business combination

If the initial accounting for a business combination is incomplete by the end of the reporting period in which the business combination
occurs, an acquirer shall report in its financial statements provisional amounts for the items for which the accounting is incomplete. Under
the current accounting standard guidance, the impact of adjustments to provisional amounts recorded in a business combination on profit
or loss is recognized as profit or loss in the year in which the measurement is completed. Under the revised accounting standard
guidance, during the measurement period, which shall not exceed one year from the acquisition, the acquirer shall retrospectively adjust
the provisional amounts recognized at the acquisition date to reflect new information obtained about facts and circumstances that existed
as of the acquisition date and that would have affected the measurement of the amounts recognized as of that date. Such adjustments
shall be recognized as if the accounting for the business combination had been completed at the acquisition date.

e) Acquisition-related costs

Acquisition-related costs are costs, such as advisory fees or professional fees, which an acquirer incurs to effect a business combination.
Under the current accounting standard, the acquirer accounts for acquisition-related costs by including them in the acquisition costs of
the investment. Under the revised accounting standard, acquisition-related costs shall be accounted for as expenses in the periods in
which the costs are incurred.

The above accounting standards and guidance for a) transactions with noncontrolling interest, b) presentation of the consolidated
balance sheet, c) presentation of the consolidated statement of income, and e) acquisition-related costs are effective for the beginning of
annual periods beginning on or after April 1, 2015. Earlier application is permitted from the beginning of annual periods beginning on or
after April 1, 2014, except for b) presentation of the consolidated balance sheet and c) presentation of the consolidated statement of
income. In the case of earlier application, all accounting standards and guidance above, except for b) presentation of the consolidated
balance sheet and c) presentation of the consolidated statement of income, should be applied simultaneously.

Either retrospective or prospective application of the revised accounting standards and guidance for a) transactions with noncontrolling
interest and e) acquisition-related costs is permitted. In retrospective application of the revised standards and guidance, the accumulated
effects of retrospective adjustments for all a) transactions with noncontrolling interest and e) acquisition-related costs which occurred in
the past shall be reflected as adjustments to the beginning balance of capital surplus and retained earnings for the year of the first-time
application. In prospective application, the new standards and guidance shall be applied prospectively from the beginning of the year of
the first-time application.

The revised accounting standards and guidance for b) presentation of the consolidated balance sheet and (c) presentation of the
consolidated statement of income shall be applied to all periods presented in financial statements containing the first-time application of
the revised standards and guidance.

The revised standards and guidance for (d) provisional accounting treatments for a business combination are effective for a business
combination which occurs on or after the beginning of annual periods beginning on or after April 1, 2015. Earlier application is permitted
for a business combination which occurs on or after the beginning of annual periods beginning on or after April 1, 2014.

The Company expects to apply the revised accounting standards and guidance for a), b), c) and e) above from April 1, 2015, and for d)
above for a business combination which occur on or after April 1, 2015, and is in the process of measuring the effects of applying the
revised accounting standards and guidance in future applicable periods.
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3. Accounting Change
Retirement and Pension Plans
The Company applied the revised accounting standard and guidance for retirement benefits effective April 1, 2014.

The effects of this change were to increase liability for retirement benefits by ¥ 1,105 million ($ 9,203 thousand) and to decrease asset
for retirement benefits by ¥ 1,424 million ($ 11,853 thousand) and to decrease accumulated other comprehensive income by ¥ 1,645
million ($ 13,692 thousand) decrease minority interests by ¥ 5 million ($ 43 thousand) and increase operating income and income before
income taxes and minority interests by ¥ 155 million ($ 1,295 thousand) for the year ended March 31, 2015.

4. Investment Securities
Information regarding each category of the securities classified as available-for-sale at March 31, 2015 and 2014, was as follows:

Millions of yen

2015

Unrealized
Cost Unrealized gain loss Fair value

Available-for-sale:
Corporate Shares..........ooouvvviiiiiiiiiniiiineenns ¥ 3,789 ¥ 9,859 ¥ (19) ¥ 13,629

Millions of yen

2014

Unrealized
Cost Unrealized gain loss Fair value

Available-for-sale:
Corporate Shares.............ccocuieiiiiiiiiiniiiiiiiiieiieae ¥ 3,744 ¥ 6,833 ¥ (47) ¥ 10,530

Thousands of U.S. dollars

2015
Unrealized
Cost Unrealized gain loss Fair value
Available-for-sale:
Corporate Shares............cc..cvvvueieeiuriieeeerenierenrenanes $ 31,532 $ 82,049 $ (165) $ 113,416
5. Inventories
Inventories at March 31, 2015 and 2014, consisted of the following:
Thousands of U.S.
Millions of yen dollars
2015 2014 2015
Finished products and purchased goods.............cccoovueiiiiiincnnns ¥ 18,013 ¥ 15,840 $ 149,896
WOrK iN PrOCESS. ... ceueeieeei et ee e 13,927 12,401 115,900
Raw materials and SUPPlIES..........coeuiiiiiiiiiiiiiiiei e 13,523 11,229 112,537
Ol e e ¥ 45,464 ¥ 39,471 $ 378,335

6. Land Revaluation
Under the “Law of Land Revaluation,” a subsidiary elected a one-time revaluation of its own-use land to a value based on real estate
appraisal information as of March 31, 2002.

The resulting land revaluation excess represents unrealized appreciation of land and is stated, net of income taxes, as a component of
equity. There is no effect on the consolidated statement of income. Continuous readjustment is not permitted, unless the land value
subsequently declines significantly such that the amount of the decline in value should be removed from the land revaluation excess
account and related deferred tax liabilities.

The details of the one-time revaluation as of March 31, 2002, were as follows:

Thousands of U.S.

Millions of yen dollars
Land before revalUation...............eeiuiie it e et e e e e e e rae e raeans ¥ 274 $ 2,287
BTNl T T T Al L e e e e e e e e 1,980 16,482
Land revaluation surplus, net of income taxes of ¥ 534 million ($ 4,447 thousand)
and attribution of minority interest of ¥ 451 million ($ 3,759 thousand)....................... ¥ 719 $ 5,988

As of March 31, 2015, the carrying amount of the land after the above one-time revaluation exceeded the market value by ¥ 989 million
($ 8,234 thousand).
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7. Short-term Borrowings and Long-term Debt

The annual weighted-average interest rates applicable to short-term borrowings were 2.0% and 1.7% at March 31, 2015 and 2014,

respectively.
(1) Long-term debt at March 31, 2015 and 2014, consisted of the following:

Thousands of U.S.

Millions of yen dollars
2015 2014 2015
Loans principally from banks and insurance companies with
interest rates ranging from 0.97% to 7.68%
SBOUMBA. ....oovieeieit et ¥ 10 ¥ 16 $ 83
(0 E=T= T = PP 48,690 48,063 405,183
Lease obligations.........ccoiiiiiiiiii 31 63 260
L= = | PPN 48,732 48,143 405,526
Less current portion.........cooviiiiiii e (10,637) (12,194) (88,520)
Long-term debt less current portion..............cccoeiiiiiiiiiiinnen, ¥ 38,094 ¥ 35,949 $ 317,006
(2) The aggregate annual maturities of long-term debt at March 31, 2015, were as follows:
Thousands of U.S.
Years Ending March 31 Millions of yen dollars
0 1 ¥ 10,637 $ 88,520
B L OO 10,588 88,115
0 T PP PTPPI 15,402 128,173
b2 L S 4,294 35,740
7 OO 7,808 64,977
2021 and ther@after. ... ...ee et e aean - -
L= ¥ 48,732 $ 405,526

(3) The assets of the Ryobi Group pledged as collateral for short-term borrowings and long-term debt with banks and other financial

institutions at March 31, 2015 and 2014, were as follows:

Thousands of U.S.

Millions of yen dollars

2015 2014 2015

Net book value of property:

Buildings and structures.............cccoiiviiiiiiiii ¥ 2,384 ¥ 2,556 $ 19,838
Machinery and equipment..... ..o, 1,143 1,301 9,516
LaNd. . o 2,415 2,415 20,099
L= = PPN ¥ 5,943 ¥ 6,273 $ 49,455
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8. Retirement and Pension Plans

The Company and certain of its domestic consolidated subsidiaries have severance payment plans for employees. Under most
circumstances, employees terminating their employment are entitled to retirement benefits determined based on the rate of pay at the
time of termination, years of service, and certain other factors. Such retirement benefits are made in the form of a lump-sum severance
payment from the Company or from certain consolidated subsidiaries and annuity payments from a trustee. Employees are entitled to
larger payments if the termination is involuntary, by retirement at the mandatory retirement age, by death, or by voluntary retirement at
certain specific ages prior to the mandatory retirement age.

(1) The changes in defined benefit obligation for the years ended March 31, 2015 and 2014, were as follows:

Thousands of U.S.

Millions of yen dollars

2015 2014 2015
Balance at beginning of year (as previously reported)................. ¥ 31,715 ¥ 32,471 $ 263,918
Cumulative effects of changes in accounting policies................. 2,530 - 21,057
Balance at beginning of year (as restated)..................c.ccooeeeninn 34,245 32,471 284,975
Current Service Cost.........oviiiiiii e 1,101 1,159 9,162
L (= =Tt oo T S 413 608 3,440
Actuarial [0SSeS. . ...t 1,239 (261) 10,311
Benefits paid. ... (2,049) (2,290) (17,057)
(0] (=1 TP PSP - 27 -
Balance atend of year..........cooii i ¥ 34,949 ¥ 31,715 $ 290,833

(2) The changes in plan assets for the years ended March 31, 2015 and 2014, were as follows:

Thousands of U.S.

Millions of yen dollars

2015 2014 2015
Balance at beginning of year............ccccoeiiiiiiiiiiii ¥ 25,572 ¥ 22,774 $ 212,803
Expected return on plan assets..............ccoooviiiiiiiiiiiiiie 885 788 7,365
Actuarial [0SSeS.....vnvuii e 1,981 2,040 16,486
Contributions from the employer..............oooiiiii, 1,488 1,529 12,389
Benefits paid...........oooiuiii s (1,594) (1,560) (13,270)
Balance atend of year..........cooii i ¥ 28,333 ¥ 25,572 $ 235,775

(3) Reconciliation between the liabilities recorded in the consolidated balance sheet and the balances of defined benefit obligation and
plan assets as of March 31, 2015 and 2014, were as follows:

Thousands of U.S.

Millions of yen dollars
2015 2014 2015
Funded defined benefit obligation...............ccooiviiiiiiiiiiinenn ¥ 27,076 ¥ 24,751 $ 225,322
Plan @sSets..........oviiriiiiiiiiei e (28,333) (25,572) (235,775)
TORAL e (1,256) (820) (10,452)
Unfunded defined benefit obligation................ccocooiiiiiiiinns 7,872 6,963 65,511
Net liabilities arising from defined benefit obligation.................... 6,616 6,142 55,058
Liability for retirement benefits................c..o 8,466 7,567 70,457
Asset for retirement benefits..............cooooiiii (1,850) (1,424) (15,399)
Net liabilities arising from defined benefit obligation.................... ¥ 6,616 ¥ 6,142 $ 55,058
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(4) The components of net periodic benefit costs for the years ended March 31, 2015 and 2014, were as follows:

Thousands of U.S.

Millions of yen dollars

2015 2014 2015
Service CoSt.......ooii ¥ 1,101 ¥ 1,159 $ 9,162
INterest CoSt.. ..o 413 608 3,440
Expected return on plan assets..........cocooviiiiiiiiiiicciens (885) (788) (7,365)
Amortization of prior service cost...........cccoiiiiiiiii (208) (223) (1,732)
Recognized actuarial [0SSeS............covveviiiiiiiiiiieceaas 687 891 5,723
Others....ccoviiiiiniiiiicean 86 (19) 721
Net periodic benefit costs.........coveiiiiiiiiiiii ¥ 1,195 ¥ 1,628 $ 9,949

(5) Amounts recognized in other comprehensive income (before income tax effect) in respect of defined retirement benefit plans for the
years ended March 31, 2015 and 2014, were as follows:

Thousands of U.S.

Millions of yen dollars

2015 2014 2015
PHOF SBIVICE COSt... v eiiiiiii e ¥ 208 ¥ = $ 1,732
Actuarial [0SSeS. .. .cvniuiiiiie e (687) - (5,723)
TOMAL et ean s ¥ (479) ¥ - $ (3,991)

(6) Amounts recognized in accumulated other comprehensive income (before income tax effect) in respect of defined retirement benefit
plans as of March 31, 2015 and 2014, were as follows:

Thousands of U.S.
Millions of yen dollars
2015 2014 2015
Unrecognized prior Service Cost..............cooovuiiieiiiiiiiiiiiieninnns ¥ (597) ¥ (805) $ (4,972)
Unrecognized actuarial losses..............ccccovviiiiiiiiiiiiecein 226 1,656 1,886
L= = | PPN ¥ (370) ¥ 850 $ (3,085)
(7) Plan assets
a. Components of plan assets
Plan assets as of March 31, 2015 and 2014,consisted of the following:
2015 2014
Debt INVESIMENTS. . ... e e 60 % 60 %
Equity INVESIMENTS. ... e 32 31
L0 11T 8 9
e - | P 100 % 100 %

b. Method of determining the expected rate of return on plan assets
The expected rate of return on plan assets is determined considering the long-term rates of return which are expected currently and in the

future from the various components of the plan assets.

(8) Assumptions used for the years ended March 31, 2015 and 2014, were set forth as follows:

2015 2014

0.8%—11 % 20 %

[T oo U g 4 = (- T PO P P PPPPN
35 % 35 %

Expected rate of return on plan assets........ooviiniii e
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9. Equity

Japanese companies are subject to the Companies Act of Japan (the “Companies Act"). The significant provisions in the Companies Act
that affect financial and accounting matters are summarized below:

(1) Dividends

Under the Companies Act, companies can pay dividends at any time during the fiscal year in addition to the year-end dividend upon
resolution at the shareholders’ meeting. For companies that meet certain criteria such as: a) having a Board of Directors, b) having
independent auditors, c) having an Audit & Supervisory Board, and d) the term of service of the directors being prescribed as one year
rather than the normal two-year term by its articles of incorporation, the Board of Directors may declare dividends (except for dividends in
kind) at any time during the fiscal year if the Company has prescribed so in its articles of incorporation. However, the Company cannot do
so because it does not meet all the above criteria.

The Companies Act permits companies to distribute dividends-in-kind (non-cash assets) to shareholders subject to a certain limitation
and additional requirements.

Semiannual interim dividends may also be paid once a year upon resolution by the Board of Directors if the articles of incorporation of
the Company so stipulate. The Companies Act provides certain limitations on the amounts available for dividends or the purchase of
treasury stock. The limitation is defined as the amount available for distribution to the shareholders, but the amount of net assets after
dividends must be maintained at no less than ¥ 3 million.

(2) Increases / decreases and transfer of common stock, reserve and surplus

The Companies Act requires that an amount equal to 10% of dividends must be appropriated as a legal reserve (a component of retained
earnings) or as additional paid-in capital (a component of capital surplus) depending on the equity account charged upon the payment of
such dividends until the total of aggregate amount of legal reserve and additional paid-in capital equals 25% of the common stock. Under
the Companies Act, the total amount of additional paid-in capital and legal reserve may be reversed without limitation. The Companies
Act also provides that common stock, legal reserve, additional paid-in capital, other capital surplus and retained earnings can be
transferred among the accounts under certain conditions upon resolution of the shareholders.

(3) Treasury stock and treasury stock acquisition rights

The Companies Act also provides for companies to purchase treasury stock and dispose of such treasury stock by resolution of the Board
of Directors. The amount of treasury stock purchased cannot exceed the amount available for distribution to the shareholders which is
determined by a specific formula.

Under the Companies Act, stock acquisition rights are presented as a separate component of equity.

The Companies Act also provides that companies can purchase both treasury stock acquisition rights and treasury stock. Such
treasury stock acquisition rights are presented as a separate component of equity or deducted directly from stock acquisition rights.

10. Income Taxes
The Company and its domestic subsidiaries are subject to Japanese national and local income taxes which, in the aggregate, resulted in
normal effective statutory tax rates of approximately 34.6% and 36.9% for the years ended March 31, 2015 and 2014, respectively.

(1) The tax effects of significant temporary differences and tax loss carryforwards which resulted in deferred tax assets and liabilities at
March 31, 2015 and 2014, were as follows:

Thousands of U.S.

Millions of yen dollars

2015 2014 2015
Deferred tax assets:
Liability for retirement benefits..............ccooiiiiiiiiii, 2,740 2,633 22,808
Tax loss camyforwards..........c..ooviiiiiiiiiiie e 15,638 13,787 130,134
L0 1T 4,070 3,844 33,872
Less valuation alloWanCe. .............c.eeveeeeeeeeeeeereereereeseeeeennan. (14,473) (12,466) (120,442)
L= = N ¥ 7,976 ¥ 7,799 $ 66,373
Deferred tax liabilities:
Unrealized gain on available-for-sale securities......................... ¥ (3,079) ¥ (2,343) $ (25,622)
Lo T SRS (2,122) (1,760) (17,662)
L= = PN ¥ (5,201) ¥ (4,103) $ (43,285)
Net deferred tax @SSetS..........oivvueiiieeeiie e eeee e eeanas ¥ 2,774 ¥ 3,695 $ 23,087
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(2) The reconciliation between the normal effective statutory tax rates for the years ended March 31, 2015 and 2014, and the actual
effective tax rates reflected in the accompanying consolidated statements of income was as follows:

2015 2014

Normal effective statutory tax rate...........ocooiviiiiiiiiii e 346 % 369 %
Expenses not deductible for income tax purposes..........cccooviiiiiiiiiiiiiiiieeea, 1.8 4.0
Dividends not taxable for income tax purposes.............coooviiiiiiiiiiiiiiii ) (1.9) (3.5)
Consolidated elimination of dividends receivable.................ccooviiiiiiiiiin 1.4 25
Unrealized profit that exceeds total taxable income............c..oi s 0.2 (1.3)
Less valuation alloWanCe. ... ..ot e e 8.3 (12.9)
Tax credit for research and development costs and other.............ccoooccivviiiiiiiiineennnn. (2.2) (2.7)
Difference in tax rate applicable to overseas subsidiaries................c.cooiiiiiiiin. (2.5) (7.0)
Retained earnings of entities such as overseas subsidiaries...............ccc.oocoevviieinnnn. 2.4 2.4
Taxation on per capita DasiS...........cooii it e 0.7 0.9
16 G O 0 e L L T TR 3.2 1.6
(013 T=T R = PSPPI 1.1 (1.0)
Actual effective tax rate. ..o e e 473 % 19.8 %

New tax reform laws enacted in 2015 in Japan changed the normal effective statutory tax rate for the fiscal year beginning on or after
April 1, 2015, to approximately 32.1% and for the fiscal year beginning on or after April 1, 2016, to approximately 31.3%. The effect of
these changes was to increase deferred tax assets, net of deferred tax liabilities, by ¥ 68 million ($ 567 thousand), accumulated other
comprehensive income for unrealized gain on available-for-sale securities by ¥ 321 million ($ 2,673 thousand), deferred gain on
derivatives under hedge accounting by ¥ 0 million ($ 6 thousand), defined retirement benefit plan by ¥ 15 million ($ 131 thousand), and
land revaluation surplus by ¥ 96 million ($ 803 thousand), with a decrease of ¥ 96 million ($ 803 thousand) in related deferred tax liability,
in the consolidated balance sheet as of March 31, 2015, and to increase income taxes—deferred in the consolidated statement of income
for the year then ended by ¥ 269 million ($ 2,244 thousand).

11. Research and Development Costs
Research and development costs were ¥ 2,010 million ($ 16,732 thousand) and ¥ 1,780 million for the years ended March 31, 2015 and

2014, respectively.

12. Other Comprehensive Income
The components of other comprehensive income for the years ended March 31, 2015 and 2014, were as follows:

Thousands of U.S.

Millions of yen dollars
2015 2014 2015

Unrealized gain on available-for-sale securities:

Gains arising duringthe year...........cc.cooviiiiiiiiiiiiiccea, ¥ 3,054 ¥ 2,155 $ 25,417

Amount before income tax effect................... 3,054 2,155 25,417

T L T e e e e (735) (730) (6,121)
TOtAL e s 2,318 1,424 19,295
Deferred loss on derivatives under hedge accounting:

Gains arising during the year..............ccoooiiiiiis 10 42 89

Amount before income tax effect...............ooi, 10 42 89

Income tax effect.........co.ooii i (4) (15) (40)
TOtAL. e e s 5 26 49
Land revaluation surplus:

Income tax effect. ... 96 - 803
Foreign currency translation adjustments:

Adjustments arising duringthe year....................oc. 6,321 9,056 52,603
Adjustments for retirement benefits:

Gains arising during the year..............ccoooiiiiiiiiiiiin 742 = 6,174

Reclassification adjustments to profit or loss................c.c.ceen 479 - 3,991

Amount before income tax effect.............o.coeviiiiiiiiiiiiiennnnn, 1,221 = 10,166

INcome tax ffeCt..........cveieeriiee e (408) = (3,396)
Total 813 — 6,769
Total other comprehensive iNCOMe............c.cccevvveieiniiinnninnnn. ¥ 9,556 ¥ 10,508 $ 79,521

RYOBI ANNUAL REPORT 2015

17



18

13. Leases
Future minimum lease payments of the Ryobi Group as of March 31, 2015 and 2014, under non-cancelable operating leases were as
follows:

Thousands of U.S.

Millions of yen dollars

2015 2014 2015
CUITENE. ..ottt e e ¥ 58 ¥ 37 $ 486
Lo T =Y o 78 74 654
TOMALL et e ¥ 137 ¥ 111 $ 1,141

14. Contingent Liabilities
The Ryobi Group had the following contingent liabilities at March 31, 2015 and 2014.

Thousands of U.S.

Millions of yen dollars
2015 2014 2015
Guarantees and similar items
BanK l0ans. ......c.eiuiiiiii e ¥ = ¥ 13 $ =
[T PR 331 393 2,762
(1 3= o 1 o
L. | S ¥ 331 ¥ 408 $ 2,762

15. Financial Instruments and Related Disclosures

(1) Group policy for financial instruments

The Ryobi Group uses financial instruments, mainly long-term debt including bank loans and lease obligations, based on its capital
financing plan. Cash surpluses, if any, are invested in low-risk financial assets. Short-term bank loans are used to fund the Group's
ongoing operations. Derivatives are used, not for speculative purposes, but to manage exposure to financial risks as described in Note
16.

(2) Nature and extent of risks arising from financial instruments

Receivables, such as trade notes and trade accounts, are exposed to customer credit risk. Although receivables in foreign currencies are
exposed to the market risk of fluctuation in foreign currency exchange rates, the position, net of payables in foreign currencies, is hedged
by using forward foreign currency contracts. Marketable and investment securities, mainly equity instruments of customers and suppliers
of the Company, are exposed to the risk of market price fluctuations.

Payment terms of payables, such as trade notes and trade accounts, are less than one year. Although payables in foreign currencies
are exposed to the market risk of fluctuation in foreign currency exchange rates, those risks are netted against the balance of receivables
denominated in the same foreign currency as noted above.

Maturities of bank loans and lease obligation are less than four years and eleven months after the balance sheet date. Although a part
of such bank loans and lease obligation are exposed to market risks from changes in variable interest rates, those risks are mitigated by
using derivatives of interest-rate swaps.

Derivatives mainly include forward foreign currency contracts and interest-rate swaps, which are used to manage exposure to market
risks from changes in foreign currency exchange rates of receivables and payables, and from changes in interest rates of bank loans.
Please see Note 16 for more details about derivatives.

(3) Risk management for financial instruments

a. Credit Risk Management

Credit risk is the risk of economic loss arising from a counterparty’s failure to repay or service debt according to the contractual terms.
The Ryobi Group manages its credit risk from receivables on the basis of internal guidelines, which include monitoring of payment term
and balances of major customers by each business administration department to identify the default risk of customers at an early stage.
With respect to derivatives, the Ryobi Group manages its exposure to credit risk by limiting its funding to high credit rating bonds in
accordance with in its internal guidelines. Please see Note 16 for details about derivatives.

The maximum credit risk exposure of financial assets is limited to their carrying amounts as of March 31, 2015.

b. Market risk management (foreign exchange risk and interest rate risk)
Foreign currency trade receivables and payables are exposed to market risk resulting from fluctuations in foreign currency exchange
rates. Such foreign exchange risk is hedged principally by forward foreign currency contracts.

Interest-rate swaps are used to manage exposure to market risks from changes in interest rates of loan payables.

Marketable and investments in securities are managed by monitoring market values and financial position of issuers on a regular basis.

The execution of derivatives is controlled by the Finance Department of the Company and by the Finance Division of each of its
consolidated subsidiaries. Derivative transactions have been made in accordance with internal policies which regulate the authorization
and credit limit amounts.

c. Liquidity risk management

Liquidity risk comprises the risk that the Company cannot meet its contractual obligations in full on maturity dates. The Company
manages its liquidity risk by holding adequate volumes of liquid assets, along with adequate financial planning by the corporate treasury
department.
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(4) Fair values of financial instruments

Fair values of financial instruments are based on quoted prices in active markets. If a quoted price is not available, other rational
valuation technigues are used instead. Also, please see Note 16 for details about fair value of derivatives.

a. Fair value of financial instruments

Fair value of financial instruments at March 31, 2015 and 2014, was follows:

Millions of yen

2015

Carrying
amount

Unrealized
Fair value gain/loss

Cash and cash equivalents..............ocoooiiiiiiiiini
Short-term investments...........cooveiininii
Notes and accounts receivable...........ccooviiiiiiiii
Investment securities..........ocoviiii
== L

Short-term borrowings...........ccovvviiiiiniinnns
Notes and accounts payable............ccooveiiiiiiiiiiciins
Long-termdebt............coooeiiiiiiiiniin

Total......coovveenen.

Derivatives transaction............cocoiiiiiiiii

¥ 16,609
2,631

56,840

14,865

¥ 16,609 ¥ -
2,631 -

56,840 -

14,865 —

¥ 90,946

........................ ¥ 37,802

48,124

........................ 48,732

¥ 90,946 ¥ -

¥ 37,802 ¥ -
48,124 -
48,682 (49)

134,659

134,609 (49)

¥ (26)

¥ (26) ¥ -

Millions of yen

2014

Carrying
amount

Unrealized
Fair value gain/loss

Cash and cash equivalents................ccooiiiiiiiiii e
Short-term investments. ...,
Notes and accounts receivable...........cccooveviiieiiiii e
Investment securities..........co.veiien i
== LSO

Short-term borrowings............ccccevieeiiennes
Notes and accounts payable...........c.coocooiiiiiiiiiiii e
Long-term debt.............cooeiiiiiiii
Total. e e
Derivatives transaction..................cooiiiiiiiiiiiiii

¥ 17,711
2,200

52,410

11,765

¥ 17,711 ¥ =
2,200 =

52,410 =

11,765 -

¥ 84,088

............................ ¥ 37,277

40,687

............................ 48,143

¥ 84,088 ¥ =

¥ 37277 ¥ -
40,687 -
48,123 (20

126,108

126,088 (20

¥ (37)

¥ (37) ¥ —

Thousands of U.S. dollars

2015

Carrying
amount

Unrealized
Fair value gain/loss

Cash and cash equivalents.................cooiiiiiiiiiiii e
Short-term investments. ...
Notes and accounts receivable...........ccooeveiiiiieiiiii e
Investment securities..........co.veeie i

Short-term borrowings............cccooviveiinnnns
Notes and accounts payable...........c.ccocooeiiiiiiiiiiii
Long-term debt.............cooiiiiiiii
Total. e e
Derivatives transaction..................ccoooiiiiiiiiiiiiiii

$ 138,213
21,901

472,997

123,704

$ 138,213 $ -
21,901 =

472,997 =

123,704 -

756,817

............................ $ 314,576

400,470

............................ 405,526

756,817 -

$ 314,576  $ -
400,470 -
405,114 (412)

1,120,574

1,120,161 (412)

$ (221)

$ 221) s -
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Cash and cash equivalents

The carrying amount of cash and cash equivalents approximates fair value because of their short maturities.

Short-term investments

The carrying amount of short-term investments approximates fair value because of their short maturities.

Investment securities

The fair values of investment securities are measured at the quoted market price on the stock exchange for the equity instruments.
Fair value information for investment securities by classification is included in Note 4.

Notes and accounts receivable

The carrying amount of notes and accounts receivable approximates fair value because of their short maturities.

Short-term borrowings

The carrying amount of short-term borrowings approximates fair value because of their short maturities.

Notes and accounts payable

The carrying amount of notes and accounts payable approximates fair value because of their short maturities.

Long-term debt

The fair values of long-term debt are determined by discounting the cash flows related to the debt at the Group’s assumed corporate
borrowing rate.

Derivatives

Fair value information for derivatives is included in Note 16.

b. Financial instruments whose fair value cannot be reliably determined
Financial instruments whose fair value cannot be reliably determined at March 31, 2015 and 2014, were as follows:

Thousands of U.S.

Millions of yen dollars
2015 2014 2015
Investments in equity instruments that do not have a quoted
market price in an active market.............coocoiiiiiii ¥ 1,236 ¥ 1,235 $ 10,288
Investments in unconsolidated subsidiaries and affiliates.......... ¥ 93 ¥ 93 $ 776

c. Maturity analysis for financial assets with contractual maturities
Maturity analysis for financial assets with contractual maturities at March 31, 2015 and 2014, were as follows:

Millions of yen

2015
Due after one Due after five
Due in one year through years through Due after
year or less five years ten years ten years
Cash and cash equivalents..........ccoovoviviiiieiininicn ¥ 16,609 ¥ = ¥ = ¥ =
Short-term investments 2,631 = = =
Notes and accounts receivable 56,840 72 = =
TOMAL .o ¥ 76,081 ¥ 72 ¥ = ¥ =
Millions of yen
2014
Due after one Due after five
Due in one year through years through Due after
year or less five years ten years ten years
Cash and cash equivalents...........cocoviviniininin, ¥ 17,711 ¥ = ¥ = ¥ =
Short-terminvestments.............ooiviiiiiiiiii 2,200 = = =
Notes and accounts receivable..............ccoooeevviiiiiinnennnnn. 52,349 135 4 o
¥ 72,261 ¥ 135 ¥ 4 ¥ -
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Thousands of U.S. dollars

2015
Due after one Due after five

Due in one year through years through Due after

year or less five years ten years ten years
Cash and cash equivalents............cccceeoiiviiiiiiiiincienn, $ 138,213 $ = $ = $ =
Short-term inVestments............ocooviiiiiie e 21,901 - - -
Notes and accounts receivable..........ccooeeeviiiviiiinennennns 473,000 605 = =
TORAL .o $ 633,116 $ 605 $ - $ -

Please see Note 7 for annual maturities of long-term debt.

16. Derivatives
The Ryobi Group enters into foreign exchange forward contracts and interest rate swaps to hedge risk and reduce exposure to

fluctuations in market values of foreign exchange rates and interest rates associated with certain assets and liabilities.

All derivative transactions are related to qualified hedges of interest and foreign currency exposures incorporated with its business.
Market risk of these derivatives is basically offset by opposite movements in the value of hedged assets. The Ryobi Group does not hold
or issue derivatives for speculative or trading purposes.

Market risk is the exposure created by potential fluctuations in market conditions, including interest or foreign exchange rates.
The Ryobi Group does not anticipate any losses arising from credit risk because the counterparties to these derivatives are limited to
major international financial institutions.

The execution of derivatives is controlled by the Finance Department of the Company, and by the Finance Division of consolidated
subsidiaries. Derivative transactions have been made in accordance with internal policies which regulate the authorization and credit limit

amounts.

Derivative transactions to which hedge accounting is applied
The Ryobi Group had the following derivative contracts outstanding as of March 31, 2015 and 2014:

Millions of yen
2015
Contract
Contract amount due
Hedge item Amount after one year Fair value
Interest rate swaps— Short-term
fixed rate payment, floating rate receipt............c.cccceene. borrowing ¥ 1,800 ¥ 1,800 ¥ (26)
Interest rate swaps—
fixed rate payment, floating rate receipt
(SBE MOLB). .ttt Long-term debt ¥ 16,134 ¥ 15,134 ¥ =
Millions of yen
2014
Contract
Contract amount due
Hedge item Amount after one year Fair value
Interest rate swaps— Short-term
fixed rate payment, floating rate receipt...........cc.ccceeee. borrowing ¥ 1,800 ¥ 1,800 ¥ (37)
Interest rate swaps—
fixed rate payment, floating rate receipt
(SEE NOLE)...ceeee ettt Long-term debt ¥ 16,834 ¥ 14,434 ¥ -
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Thousands of U.S. dollars

2015
Contract
Contract amount due
Hedge item Amount after one year Fair value
Interest rate swaps— Short-term
fixed rate payment, floating rate receipt..............ccoeevennee. borrowing $ 14,978 $ 14,978 $ (221)
Interest rate swaps—
fixed rate payment, floating rate receipt
(SBE NOLB)...cueii ettt Long-term debt $ 134,259 $ 125,938 $ =

The fair value of derivative transactions is measured at the quoted price obtained from the financial institution.

Mote: The above interest rate swaps, which qualify for hedge accounting and which meet specific matching criteria, are not remeasured at market value but
the differential paid or received under the swap agreements are recognized and included in interest expense or income. In addition, the fair value of
such interest rate swaps in Note 15 is included in that of hedge items (i.e., long-term debt).

17. Segment Information
(1) Description of reportable segments
The Ryobi Group's reportable segments are those for which separate financial information is available and regular evaluation by the
Company’s management is being performed in order to decide how resources are allocated among the Group. Therefore, the Group
consists of the segments “Die castings,” “Power tools and builders’ hardware,” and “Printing equipment.”

Die castings consist of die cast products for the automobile industry and various other industries. Printing equipment consists of offset
printing presses and peripherals. Power tools and builders’ hardware consists of electric power tools, lawn and garden equipment and
builders’ hardware.

(2) Methods of measurement for the amounts of sales, profit, assets, and other items for each reportable segment
The accounting policies of each reportable segment are consistent with those disclosed in Note 2, “Summary of Significant Accounting

Policies.”

(3) Information about sales, profit, assets and other items was as follows:

Millions of yen
2015
Power tools and
builders’ Printing
Die castings hardware equipment Others Reconciliations Consolidated

Net sales:

Sales to external customers................. ¥ 173,329 ¥ 26,236 ¥ 27,380 ¥ 216 ¥ — ¥ 227,163

Intersegment sales or transfers............. 144 7 - 43 (196) =
e 1 | 173,474 26,244 27,380 260 (196) 227,163
Segment profit........ccoocoiiiiiiiiii. ¥ 6,672 ¥ 812 ¥ 1,625 ¥ 11 ¥ (0) ¥ 9,122
Segmentassets.............ccoeievieiiee.. ¥ 193,066 ¥ 27,347 ¥ 24,706 ¥ 1,408 ¥ 21,326 ¥ 267,854
Depreciation and amortization................. 13,193 688 374 12 = 14,269
Increase in property, plant and
equipment and intangible assets............. ¥ 14,778 ¥ 627 ¥ 166 ¥ 20 ¥ - ¥ 15,592

Millions of yen
2014
Power tools and
builders’ Printing
Die castings hardware equipment Others Reconciliations Consolidated

Net sales:

Sales to external customers.................. ¥ 154480 ¥ 25960 ¥ 19,027 ¥ 229 ¥ — ¥ 199,697

Intersegment sales or transfers............. 128 7 — 30 (166) —
Total. o 154,608 25,967 19,027 259 (166) 199,697
Segment profit.........ccooviiiiiiiiiiininn. ¥ 6,250 ¥ 1,103 ¥ 305 ¥ 6 ¥ (0) ¥ 7,665
Segmentassets..........cooceeiiiiiiiiie. ¥ 175,041 ¥ 25,866 ¥ 23,797 ¥ 1,358 ¥ 18,912 ¥ 244976
Depreciation and amortization................. 11,994 696 432 18 = 13,141
Increase in property, plant and
equipment and intangible assets............. ¥ 15,353 ¥ 611 ¥ 249 ¥ 13 ¥ - ¥ 16,228
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Millions of yen

2015
Power tools and
builders’ Printing
Die castings hardware equipment Others Reconciliations Consolidated

Net sales:

Sales to external customers.................. $ 1,442367 $ 218,331 § 227851 § 1,803 § — $ 1,890,354

Intersegment sales or transfers............. 1,204 65 - 362 (1,632) =
Total v 1,443,571 218,396 227,851 2,166 (1,632) 1,890,354
Segment profit.........c..coccviiiiiiiiii. $ 55,527 § 6,760 $ 13,528 § 99 $ 1) $ 75,914
Segmentassets....................cceeeeveee. $ 1,606,611 $ 227570 $ 205,593 § 11,722 $§ 177,469 § 2,228,966
Depreciation and amortization................. 109,786 5,731 3,116 107 = 118,742
Increase in property, plant and
equipment and intangible assets............. $ 122,976 § 5222 § 1,385 § 168 § - $ 129,754

Mote: Businesses that cannot be classified into the reportable segments are shown as “Others.”

This includes an insurance agency and the operation of a golf course.

(4) Related Information
Information about geographical areas

a. Net sales
Thousands of U.S.
Millions of yen dollars
2015 2014 2015
Net sales:
JAPAN. . ¥ 126,019 ¥ 119,278 $ 1,048,676
L0 30 PP 34,238 30,273 284,918
(07 1 = TS 29,741 24,083 247,497
(10 3= 37,164 26,062 309,262
TOtAl s ¥ 227,163 ¥ 199,697 $ 1,890,354
Note: Sales are classified by country or region based on the location of customers.
b. Property, plant and equipment
Thousands of U.S.
Millions of yen dollars
2015 2014 2015
Property, plant and equipment:
JADAN. .. ¥ 45,002 ¥ 45,694 $ 374,490
U.S.A. 8,106 7,265 67,459
China 45,978 42,019 382,611
Other 21,190 16,273 176,340
Total ¥ 120,278 ¥ 111,253 $ 1,000,902

18. Subsequent Events
Cash dividends

The following appropriation of retained earnings at March 31, 2015, is scheduled for approval at the Company’s shareholders meeting on

June 23, 2015:

Millions of yen

Thousands of U.S.
dollars

Cash dividends.........c.ovrieiiie et

647

$ 5,387
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INDEPENDENT AUDITOR'S REPORT
To the Board of Directors of Ryobi Limited:

We have audited the accompanying consolidated balance sheet of Ryobi Limited and its

consolidated subsidiaries as of March 31, 2015, and the related consolidated statements of income,
comprehensive income, changes in equity, and cash flows for the year then ended, and a summary
of significant accounting policies and other explanatory information, all expressed in Japanese yen.

Management's Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with accounting principles generally accepted in Japan, and for such
internal control as management determines is necessary to enable the preparation of consolidated
financial statements that are free from material misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our
audit. We conducted our audit in accordance with auditing standards generally accepted in Japan.
Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the consolidated financial statements. The procedures selected depend on the
auditor's judgment, including the assessment of the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error, In making those risk assessments,
the auditor considers internal control relevant to the entity's preparation and fair presentation of
the consolidated financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity's internal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.
Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all
material respects, the consolidated financial position of Ryobi Limited and its consolidated
subsidiaries as of March 31, 2015, and the consolidated results of their operations and their cash
flows for the year then ended in accordance with accounting principles generally accepted in
Japan.,

Convenience Translation

Our audit also comprehended the translation of Japanese yen amounts into U.S. dollar amounts
and, in our opinion, such translation has been made in accordance with the basis stated in Note 1
to the consolidated financial statements. Such U.S. dollar amounts are presented solely for the
convenience of readers outside Japan.

Lottt Jocck Tofmetia. L L C

June 23, 2015

Member of
Deloitte Touche Tohmatsu Limited
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December 16, 1943
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Builders' hardware
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